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MEMORANDUM FOR Vernon Haragara, Admnistrator, Northern Pl ains
O fice of Native Anerican Prograns, 8AP

FROM W D. Anderson, District Inspector General for Audit, 8AGA

SUBJECT: Managenent of Cash Assets
Turtl e Muuntain Housing Authority
Bel court, North Dakota

W have conpleted a limted review of the internal controls ove r
rent and housi ng paynent colle ction at the Turtle Muntai n Housi ng
Authority. The objective of our review was to determne if th e
Housing Authority had instituted proper internal contro |
pr ocedur es.

SUMMVARY

V¢ found that the Housing Auth ority has not established the proper
separation of duties over the handling of cash receipts an d
recording cash transactions. Wthout the proper controls, th e
Authority has limted assurance that all cash collections ar e
properly received, receipted, and recorded. |In fact, the Au thority
cannot account for 18 mssing receipt tickets. Wile som e
Authority tenants have been able to identify that four of th e
m ssing receipt tickets were actually issued, the Authority i S
unable to identify the wultinmate disposition of +the cas h
col | ecti ons.

BACKGROUND

The Turtle Muntain Housing Authority was established on February
7, 1962 to encourage and pronote the devel opnent of |ow cos t



housi ng prograns, to conbat an acute housi ng shortage and rel at ed
conditions that existed in the reservation area. The Triba
Counci | appoints a Board of Comm ssioners to nanage the Housin
Aut hority. The Housing Authority is |located near the Canadi a
border in Belcourt, North Dakot a. The Housing Authority has
total of 1,565 units under nanagenent.

At the tine of our review, the Housing Authority's fee accountant
was RAM Enterprises located in Aberdeen, South Dakota. RA
Enterprises processes the Housing Authority's nmonthly accountin
information and maintains docunents received from the Housin

Authority. The Housing Authority al so maintai ns accounting record

and copies of receipts at its office in Belcourt, North Dakot a.
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To acconpl i sh our objective, we interviewed Housi ng Authorit y staff

and observed the procedures used for the collection and recordi ng

of cash receipts. W examned accounting records and receip t files

at the Housing Authority. The internal control reviewwas limted

to the controls over the Housing Authority's rent and housin

paynment collection activities. Qur review covered the period from
March 31, 1995 through April 1 5, 1997. W conducted field work in
April 1997. Qur reviewwas co nducted in accordance with generally

accept ed governnment auditing standards.

| NADEQUATE | NTERNAL CONTROLS

W determned that the Housing Authority did not have adequat
controls over cash receipts. Proper separation of duties an
recei pt ticket controls had not been inplenented. As a result of

t hese weak internal controls, t he Housi ng Aut hority cannot account

for 18 mssing receipt tickets and cannot assure that othe
paynents were processed properly.

Under the provisions of the Annual Contributions Contract an
related HUD regulations, the Authority is to establish prope
controls over its cash receipts and ensure that such nonies ar
properly deposited into the Authority's bank account. Under
proper system of internal controls over cash, the functions o
handling Authority funds is to be separate fromthe functions o
recordi ng cash transactions.

W found that the Authority did not have the proper separation of
duties over handling and recording of cash transactions. 0y
person, the Rent Collection derk, had the primary responsibility

for collecting and recording o f cash receipts. The clerk accepted

tenant rental and housing paynents, issued cash receipts, poste
cash receipts to the cash receipts journal using a conpute
termnal, performed voids and corrections using the conpute
term nal, prepared bank deposits, and participated in the fina

cash count. The clerk was als o responsible for sending accounting

information and records to the Housing Authority's fee accountant.
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We also noted insufficient controls over cash receipt tickets
Specifically:

. Nunbered cash receipts are not secured and could b e
obt ai ned by unaut hori zed i ndi vi dual s.
. Most receipts are printed by the conputer system bu t
sone recei pts are handwitten.
. Three separate cash collections | ocations used the sane
nuneric sequence on their cash receipts. Sections of th e
receipts are taken fromthe naster roll. No record o f
whi ch recei pts were given to a location is naintained.
At the tine of our review, the Housing Authority could not account
for 18 mssing recei pt nunbers . Housing Authority rental property
resi dents had produced four of these mssing recei pts which support
rent paynent. The Housing Authority had no record of thes e
payment s.

These sane internal control weaknesses were discovered during a
review in January, 1995 by HUD A G At that tinme, the wea Kk
internal controls resulted in a cash shortage of $81,700. Audi t
Report 95-DE-207-1002 described these sane weaknesses and warne d
that controls needed to be inproved to prevent future cas h
short ages. Wi le sone internal controls were inproved, not al I
reconmendati ons were inplenmented. Once again, as a result of not
inplenmenting the recomrendations in the previous report, th e
Housi ng Aut hority cannot account for all cash collections.

Reconmmendat i ons

W recommend the Northern Plains Ofice of Native Anerica n
Pr ogr ans:

1A Provide guidance to the Housing Authority in establishin g
proper controls over its cash receipts.

1B Require the Housing Authority to establish and maintain prop er
controls as they relate to separation of duties over th
handl i ng and recording of cash recei pt transacti ons.

1C Review the Housing Authority's revised procedures over cas h
and ensure that the proper internal controls are established
and nai nt ai ned.

These recommendations will be controlled under the Departnenta |
Aut omat ed Audi ts Managenent System Wthin 60 days, please furni sh
this office, for the reconmendations cited in this meno, a status

report on: (a) the corrective action taken; (b) the propose d
corrective actions and the date to be conpleted: or (c) wh vy



corrective action is not neces sary. Al so please furnish us copies
of any correspondence or direc tives issued because of this review

W appreciate the courtesies and assistance extended by th e
Northern Plains Ofice of Native Anerican Prograns and the Turtle
Mountai n Housing Authority. S hould you have any questions, please
contact FErnest Kite, Assistant D strict Inspector Ceneral fo r
Audit, at (303) 672-5452.
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